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1. SUMMARY: ECONOMIC MINISTRY DEPUTY ASSISTANT 
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SECRETARY MORAWITZ BRIEPED AN EMBOPP NOVEMBER 8 ON EACH 
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OF THE MAJOR ECONOMIC POLICY TOPICS ON THE SUMMIT AGENDA 
GIVING A MORE PESSIMISTIC ASSESSMENT THAN THAT GIVEN 
TO THE AMBASSADOR BY VAN WELL (SEE SEPTEL). CONFIRMING 
PRESS REPORTS, HE SAID THAT IN DISCUSSIONS WITH ORTOLI 
IN BONN ON NOVEMBER 7, SCHMIDT AND GENSCHER EXPRESSED 
CONSIDERABLE PESSIMISM OVER PROSPECTS FOR A FRUITFUL 
OUTCOME FROM THE PLANNED EC SUMMIT MEETING, AS WELL AS 
CONCERN ABOUT IMPACT ON THE COMMUNITY THAT WOULD BE 
CAUSED BY AN OBVIOUS FAILURE. THERE DID NOT SEEM TO BE 
ANY AREA IN WHICH REAL PROGRESS CAN BE MADE. CON- 
CERTED ECONOMIC POLICY CANNOT TAKE PLACE AS LONG AS 
OTHERS DO NOT TAKE REQUISITE STEPS TO COMBAT INFLATION. 
VARIOUS PROPOSALS IN MONETARY AREA ALL RELY IN FINAL 
ANALYSIS ON FRG TO FOOT THE BILL, AND THIS THE FRG IS 
NOT PREPARED TO DO. WITHOUT FRENCH PARTICIPATION IN lEP 
NO REAL PROGRESS IN ENERGY FIELD CAN BE MADE BY EC. 

WHILE FRENCH PROPOSALS FOR INSTITUTIONAL REFORM HAVE 
MERIT, OPPOSITION BY UK, IRELAND AND DENMARK WILL BLOCK 
PROGRESS ON THIS FRONT. I 

- END SUMMARY. 

2. IN DISCUSSIONS WITH EMBOFF ON NOVEMBER 8, DR. 

MORAWITZ, DEPUTY ASSISTANT SECRETARY FOR EC AFFAIRS IN 
ECONOMICS MINISTRY, REVIEWED FRG POSITION ON EACH OF THE 
MAJOR TOPICS ON SUMMIT AGENDA AND PAINTED 

A BLACK PICTURE OF LIKELIHOOD OF ANY POSSIBILITY FOR 
SUCCESS. OTHER HIGH-RANKING OFFICIALS IN ECONOMICS 
AND FINANCE MINISTRIES HAVE ALSO EXPRESSED CONSIDERABLE 
PESSIMISM ABOUT SUMMIT PREPARATIONS TO THE EMBASSY. 

3. COORDINATION OF ECONOMIC POLICY - IN LIGHT OF THE 
INFLATION TAKING PLACE IN THE OTHER MAJOR EC COUNTRIES 
AND INABILITY OF GOVERNMENTS TO TAKE EFFECTIVE STEPS TO 
COUNTER THIS INFLATION, MORAWITZ DID NOT SEE HOW SUMMIT 
COULD PRODUCE ANYTHING MORE THAN A FEW PIOUS WORDS. IN 
A BRIEF REVIEW OF ECONOMIC SITUATION IN COMMUNITY, HE 
NOTED THAT INFLATION IN ITALY HAS REACHED 24 PER CENT 

AND EXPRESSED SPECIAL CONCERN ABOUT PROSPECTS FOR FRENCH 
ECONOMY. WHILE ALSO NOTING WITH SOME WORRY THE IN- 
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CREASE IN UNEMPLOYMENT IN GERMANY, HE SAID FRG WOULD 
CONTINUE TO REJECT EFFORTS BY OTHERS TO PERSUADE IT TO 
"STEP ON THE GAS" AT THIS TIME. 

4. FINANCIAL AND MONETARY COOPERATION - ALL THE PRO- 
POSALS IN THIS AREA DEPEND ON FRG IN FINAL ANALYSIS TO 
FOOT THE BILL. FRG HAS ALREADY DONE A LOT (ITALIAN 
LOAN, AGREEMENT TO COMMON EC BORROWING FACILITY, $150 
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MILLION IN ASSISTANCE TO MSAS) AND IS UNWILLING TO DO 
MORE AT THIS TIME. REGIONAL POLICY WILL POSE MOST 
DIEFICULT PROBLEM EOR FRG AT SUMMIT, FOR COMMISSION AND 
OTHER MEMBER COUNTRIES HAVE AGREED TO SHAPE REGIONAL 
POLICY SO THAT EUNDS WILL BE DIRECTED TO MOST DEPRESSED 
AREAS, THUS AVOIDING WATERING CAN APPROACH TO WHICH 
ERG HAS OBJECTED. NEVERTHELESS ERG WILL REEUSE SUPPORT 
REGIONAL FUND AT THIS TIME, SOLELY ON GROUNDS THAT IT 
HAS MADE MORE THAN SUFEICIENT CONTRIBUTIONS IN OTHER 
AREAS TO KEEP THE COMMUNITY GOING. ERG WILL ALSO RE- 
EUSE TO SUPPORT PROPOSAL TO TRIPLE THE MEDIUM-TERM 
CREDIT FACILITY, AS WELL AS PROPOSAL TO ENLARGE THE 
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USMISSION USBERLIN 
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COMMON BORROWING FACILITY. THE FRENCH PROPOSAL FOR A 
CONCERTED FLOAT IS ALSO OPPOSED ON GROUNDS THAT IT 
WOULD RELY IN THE END ON DM INTERVENTION ON BEHALF OF 
COMMUNITY AS A WHOLE. 

5. ENERGY COOPERATION - SPECIFICALLY HITTING FRENCH 
DECISION NOT TO JOIN lEP, MORAWITZ SAID THAT IN LIGHT 

OF FRENCH ACTION THE SUMMIT CANNOT MAKE REAL PROGRESS 
CONFIDENTIAL 
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IN THIS AREA. THE PROPOSALS PUT FORTH BY FRENCH CON- 
CERN ONLY THOSE MEASURES WHICH WOULD HELP STRENGTHEN 
DOMESTIC POLITICAL POSITION OF FRENCH GOVERNMENT. 
MORAWITZ CITED IN PARTICULAR THE FRENCH CONSERVATION 
PROPOSALS, WHICH HE BELIEVES ARE INTENDED TO RELIEVE 
INTERNAL PRESSURE ON FRENCH GOVERNMENT RESULTING FROM 
DECISION TO RESTRICT ENERGY IMPORTS BY 15 PER CENT. 

ERG WILL RELY ON PRICE SYSTEM AS MECHANISM TO REDUCE 
DEMAND. THIS IS WORKING IN GERMANY, AND ERG WILL 
OPPOSE ANY EFFORT TO CONTROL IMPORTS. 

6. INSTITUTIONAL REFORM - FRENCH HAVE PUT FORTH 
INTERESTING AND IMPORTANT SUGGESTIONS. HOWEVER, NO 
PROGRESS CAN BE MADE AT THIS TIME IN VIEW OF CLEAR 
RELUCTANCE BY UK, IRELAND AND DENMARK TO MOVE IN THIS 
DIRECTION AT THIS POINT. 

7. INTENSIVE PREPARATIONS ARE TAKING PLACE FOR THE 
FONMIN COUNCIL. GENSCHER WILL VISIT PARIS NOVEMBER 9 
FOR DISCUSSIONS WITH SAUVAGNARGUES, AND CALLAGHAN IS 
EXPECTED TO VISIT BONN NOVEMBER 10 AND ACCOMPANY 
GENSCHER TO BRUSSELS. MORAWITZ TERMED IT AS NOT UN- 
LIKELY THAT FOREIGN MINISTERS WOULD DECIDE AGAINST 
HOLDING SUMMIT. HE BELIEVES SUCH A DECISION WOULD BE 
MUCH MORE PREFERABLE THAN TO HOLD A SUMMIT WHICH 
COULD ONLY END IN CONFLICT AND FAILURE. THE IMPORTANT 
OBJECTIVE AT THIS POINT IS SIMPLY TO HOLD ON TO THE 
REAL ECONOMIC BASIS OF THE COMMUNITY, THE CUSTOMS 
UNION, AND EVEN DOING THIS WILL BE DIFFICULT. 

8. COMMENT: IN RECENT DISCUSSIONS WITH EMBASSY 
OFFICERS, ERG OFFICIALS RESPONSIBLE FOR THE VARIOUS 
ECONOMIC POLICY AREAS ON SUMMIT AGENDA HAVE INDICATED 
THAT NEAR-TERM PROGRESS IN EC CONTEXT WAS NOT IN CARDS 
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AS FAR AS THEIR PARTICULAR AREA WAS CONCERNED. 
MORAWITZ'S OFFICE IS RESPONSIBLE FOR COORDINATING FRG 
POSITIONS FOR EC MEETINGS AND FOR INSTRUCTING FRG 
PERM REPS IN BRUSSELS. HE HAS BEEN PARTICULARLY WELL 
INFORMED ABOUT FRG POLICY TOWARDS EC. DESPITE THIS 
GENERALLY GLOOMY ASSESSMENT OF PROGRESS, THE FACT IS 
THAT, IN THE FINAL ANALYSIS, THE FRG POSITIONS ON THE 
CONFIDENTIAL 
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HOLDING OF A SUMMIT AND ON THE ISSUES TO BE DISCUSSED 
THERE WILL BE DECIDED BY THE CHANCELLOR HIMSELF 
ESSENTIALLY ON POLITICAL GROUNDS. 

HILLENBRAND 
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